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Jiuma 1981
' SCURITY INPORIATION

GOUNCIL OF ICONO.IC MUTUAT, ASSISTALCE

1. Fomsatdon and Prrnose of the G 8], Assistonco.

In Jarmery 1949 the Soviet Union anmounced the formation of the Council
of feopomic Mutual Assistancs (CEMA), The oripginal menbors worc the TSR,
Folapd, Cmechoslovakla, Hungary, Rmania, and Bulgarde, Othar uropean
cownbrios weve invited to Join, providing they subseribed to the rinciples
off the orsanization end wished to partielpate in brond economle cooperation,
‘Two other states, Albanie and Bastern Germany, wers admitted later to the
opganlziion, :

QEMA was inangurated initially as & roasponse and counteratirvaction o the
USw-aponzored Marshall Flan, Recovery in Western Burope would axerd 8 pOWEDw
ful attraction on the capital deficit amd nationally oriented sountrics of
Engbern Burope. Soviet hegemony in the regiom wes further challenged by
ugoslavia, widsh early in 1949 atill retained 14 econorde ties wWth the
Soviet Hloo,

The formation of CIMA had both a psychological and an economic purposa,
Euychologieally, CEMA yrovided the Soviet Undon with a potent propagands
wonpon, Tt was heralded @8 an assoeiation of free eountyies uniting for mutual
econonle assistanes 1n order to improve the living standards of their peoples,
wirlle ot the some time the Marshall Plan vaz depicied as tho blackest imperialist
plot to enslave Buropa, Eoonomieally, the ercation of CIMA marked an lzportant
gtage lun the Integration of Eastern Europe in the Soviet Hloe, Throughout 1948
& twopd echeme was evelving for ccordimmting the ocononles of the Buropsan
Satellltes, These countrles concluded among themselves a series of bllatersl
ageeanenta for the coordination of plammed investmants ¢ Iroduction, trade and
teehnical exchanges. In the smme year the problem of ecordinated industrial
davaloment octively ongaged the atiention of rumerous scononmiste in the
comssions of the PolisheCgech and Polish~imparian Foonomie Counells.

The eentrolized recrientation of the economic rlons for the Turopeom
Satallites ip iIn lino with the ulbimate Soviet objestive of welding thelr economies
into an Antegrel part of the Soviet oconoryy. This would aneble the Soviet Unien
to achiove a more intensive and rational utilization of the Joviet ldocis row
sourses Ia surport of its cconomic mobilizobiom, While the mreviocus Soviet
anplingls on doliveries of raw materials and aquipment. fron the Buropesn Satellitos
will eontinus to ba important, the now aspeet of the integration progran ig the
davelopment of a sivong imdustrisl complax in Central Barope,,

UIMA aleo hag besn vtillzed to deal with apecial economic prollens affecting
dvvlet intorests in Destern Durops, Tts activitics have included the organizge
tion of the econunie blocknde againat Tugoslavia and the bolstering of the weak
autnonles of Albents ord Tasbomn Germany, OIMA hag been instrmental in direct
ing the axternal scomonic relations of the Buropean Satollides apd has dealt viih
e adjustment of thelr asonomies to the decrensing levels of Msi-Wast trads,
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2, Moo of Cnoration,

The Council, according to the initial announcem~nt from lMoscow, was to
meet pemodical 1y in the capltals of the participating countries, There
has been no official information of the Couneil’s activitics, and it is
difficult to determine vhon reported meetings of Eastern European etoncmic
officlals are in fact meetings of CIMA, Tuwo possibilities concerning the
organization of the Council are that: (a) there is no single body rogularly
FPunctioning as the Council and that any Soviet Woe economic neeting can be
considercd a meoting of CIMA or, (b) there is a rogularly functioning Council
organ vhich also has sub-cormnissions meoting periodically in its name,

During 1949, a year of general study ond preperatory plamming, CEMA
meetings wers soncerned with such problens as belanced economie development,
reorganization of Eastern Furopsam industry and the utilization of manpower,

In the following year, 1950, CEMA more clearly became onc of the Soviet
"transmisgsion belts" for dxrect:wes and cxhortations to the Satellite econcmie
administratiops, These directives econcernsd such matters as rogionsl develon.
ment programs or the control of resources, CIEMA mestings also were utilized

by the Soviet Uniom to indicate to the member countries the expseied priority of
aconomic effort and to focus attention on the national antipathies of the
rarticipants vhen they appeared to impede the regional progream,

A Seerstariat for CEMA was set up in Moscow under a Sovist Sesrctary Genoral,
and psrmanent representatlives were appointed by each o: the partisipating
countries, The Bestern European staff is small, three or four officials from
each Satellite country, and includes men who lmve baen prominent in shaping
their countries' econonmic policies, It is belicoved that the Soviet representetives 1
on tho Sscretariat are key members of the Soviet State Flanning Committee,

The primary functions of the Sseretariat ere to provide the statistiecal
basis for regional plomning and to participate in the determination of long torm
plarning objactives, It receives detailed monthly reporis on the etonomies of
the member countrics and is empoweresd to e2ll for any additional documentary
material which is deemed pertinent, The Sceretariat works, on an advisory basis,
with the Scvlet agencles vomcerred with Eastern Ruropean eaononic affairs,

Actual responsibility for determining the dirsctives for the rogional programs
roste with the Soviet State Plamning Coumittee, The detsiled planning activity
vwithin the fremework of the broad directives is carried on not by the Sceretariat.
but by the European Setellite planning comnissions and by regional noeetings

of Satelllte officials,

The Sscretariet, in the founding protocol of CEMA, was given bread powsrs
over the econcmles of the member states, It is &utborized to make binding
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decisions on any cconomic nmattor, subject only to later review by the Couneil,
The directive powers arc exercised not by the CEMA Seecrctariat tut by Soviet
agencloes acting in its name, In this mamer direct instiuetions from the
Soviet State Flanning Cormittee or the Soviet Ministry of Forei:n Trads are
issued to the Buropean Sat:llite economic administretions, Another chammel
for tho transmission of Soviet instructions is the host of Sovict observers
and technical missions visiting the Tastern Buropean countries. Most Soviet
economic missions are dg fagcto agents of CEMA and are fully endowed with the
powers of the CEMA Seerctariat, It is believed that their recommendations
are adopted by the respective ministorial councils, Similarly, the re-
cormendations of Sovliet Bloe conferences probably are binding on the Buropean
Satsllite govermments,

3, Effcctlvensss.

The CEMA strueture is part of a wider pattern of Soviet organization for
the coordination of the economies of the Furopecan Satellites, Soviet poliey in
Eagtern Europe is carried out with the meximm emphasis on the form of national
sovereignty while minimizing the substance of sovereigmty, The rosulting
organization follows Stalin's dictum for being "national in form and soviet in
content,® The balance between a strongly traditional form and an alien content
is a delicate one, but the underlying sanction for Soviet influcnece in the
eccnonde affoirs of the region is in the area of political rather than economic
organization,

CEMA has provided the Soviet Union with an instrument for directing the
total oconomic life of the European Satellites through the active rarticipation
of the govermments of these countries. However, this Soviet control is belng
extended only gradunlly throughout the lower lovel of the Sat-llite ecomomies,
4% the same time, the Soviet Union has continued to exercise extraterritorial
rights over important cconomlie seetors through their fijoint" holdings, - Prode
uction and trade for the joint Soviet-Satellite companice appear not to enter
into the CEMA directed national plana or trade agreements but to be governed
direetly by Soviet plamming, : ‘

By the middle of 1950 the reorientation of the natiopal econonic plans of
the Huropean Satellites according to a rogicnal plan was completed, The
emphagis 18 on regional specialization in the development of a gtrong industrial
complex which will be relatively self-sufficient in primary raw materials and
light industry. In line with Soviet practice, an inter-regional speeialization
is superimposed on the reglonal plan in order to avoid the develoment of an
indeperdent econcmiec unit, '

HWith the completion of a regional plan the functions of the CEMA organs
the Councll, Seeretariat, and Soviet officials acting in the neme of CEMA w-
shifted from plan formulation to plan execution, Huropesn Satellite procduction
schedules and trade are under surveillance in Moscow, Several reports have
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pointed toward the sotting up in Moscow of a system of accounts for the USSR
and each of the Satollites, It is poss-!ble that these accounts are used only
for eredits made under the aegis of C7A, since all other evidence points to
a contimuntion of the bilateral systen of trade,

Enonomie assistonce under CIMA is considered primarily in terms of trade

| axchanges which support production and investment programs, However, production

progrems are rredieated, uot on the "payments effect” of a bllateranl balancing
of trade, but rathor on the axtonsior of trading crodits, These erodits are
sstablishod annually for the individual commtry accounts at the Gosbank ord re-
resent the totel progrummed import surplus for each of the Mstern Burcpoan
contrions vis.wa~via tho bloe as a wholo, This mothod of providing soviet
assislance maxinlges solf-help ond mutuel assistance amonz the Puvopean
Satellites and pemalts o $i-ht control ovor the roglonal alloeation of resources.

Tt appears that the Sovict Unlon is providing substontial quantitiocs of ..
raw materials and equimiont through CRA for the industrialization of the Central
Baropean Satellites and for agricultural collectivisation in the hlkan
Satollitos., From tho Soviet vicupoint the industriaslizotion of the Cemtral
Dyropean Sotallites, given seccure political control, has mony advontages., It
appenls to the econoie mationalism of the cmmtme" involved, enlarges the
%nclushr"ﬁal wrking class, and provides the USSE with a Qz'oatcx’ ctononie potential.
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